Introduction
This research concerns the interlocking directorates and their potential implications for corporate governance practices in Mexico. Recent banking failures have seriously brought into question both corporate governance frameworks generally and the protection of shareholders more specifically (Heemskerk & Schnyder, 2008; Kirkpatrick, 2009; Shankar and Bhattacharya, 2011; Ionescu, 2011) . The role of independent directors and interlocked directorates in relation to protection of shareholders especially minority shareholders have been widely researched and debated in the literature ( Zattoni & Cuomo, 2010; Conyon & Muldoon, 2006) . Nevertheless, these studies were predominately located in developed markets (Fama & Jensen, 1983; Huse, 2005; Johnson, Daily, & Ellstrand, 1996; Stiles & Taylor, 2001) . Interlocking boards and independent directors have critical importance in emerging economies given the high concentration of ownership and absence of institutional investors (La Porta et al., 1999; Berglof & Claessens, 2006; Uddin & Choudhury, 2008) . Despite this, research is scarce in emerging economies with some exceptions (Lim & Porpora, 1987; Peng et al, 2001; Ong et al., 2003; Silva et al., 2006; Salas-Porras, 2006) . Mexico, one of the emerging economies, is our research site to investigate network of independent directors, its emergence and implications for corporate governance mechanisms.
For several reasons, the Mexican situation is particularly useful for developing our understanding of networks of directors. Mexico has recently undergone huge corporate governance reforms and has assimilated the corporate governance model proposed by the OECD. One of the main obligations imposed by the Code and the New Securities Law (Ley del Mercado de Valores, LMV) on publicly listed corporations is the inclusion of independent board members on the board of directors. The background to the OECD's prescriptions is that the previous governance model was inadequate for monitoring and controlling company affairs in the best interests of shareholders, especially minority shareholders. Strengthening corporate boards by using independent directors was seen as a panacea for corporate governance problems. The reforms present an opportune moment to investigate their implications for board structures in Mexican corporations.
Furthermore, certain preconditions are required in order for the OECD reforms to be moderately successful. Previous studies on corporate governance have identified a number of essential elements in governing corporations, including well-developed capital markets, professional bodies, democratic institutions and a justice system free from political influence (Hopper et al., 2009; Tsamenyi & Uddin, 2008; Uddin & Choudhury, 2008) . Studies of UK and US settings have indicated that these institutions are independent but inextricably linked with each other (Chua & Poullaos, 1993) , while studies of emerging economies have often argued that they are politically charged and family oriented (Uddin & Choudhury, 2008) .
Studies in Mexico and in other Latin American countries have also argued that institutions in these countries show similar traits (Chong and Lopez-de-Silanes, 2007; . Given the lack of well-developed institutions, the study of interlocking boards and the identification of powerful actors in Mexico raise potentially interesting questions and issues.
Nevertheless, previous studies have not taken a systematic account of whether a pattern of interlocking boards does really exist in Mexico. Theoretical explanations of emergence of interlocked directorates are important given the serious consequences it has on corporate governance mechanisms. Surprisingly, previous studies on interlocked directorates in Mexico or elsewhere are devoid of theoretical explanations i.e. broader understanding of emergence of networks. This study fills this gap drawing on the Bourdieusian notion of social capital.
This study poses two empirical questions: does a pattern of interlocking boards exist in Mexico, and what positions do actors occupy in the network structure of interlocking boards in Mexico? Social network analysis (SNA) was adopted to determine the social relationships linking board members and corporations. Previous accounting studies have adopted this type of analysis to identify networks of accountants, standard setters and managers (Chapman, 1998; Richardson, 2009; Tichy et al., 1979) . This study investigates networks of boards of directors. It links individuals with corporations and allows the production of spatial maps to visualize the network structure of interlocking boards (Freeman, 2004) . The basic concepts of SNA will be presented later.
This study also aims to answer some theoretical questions: why do networks occur, and what are their implications for corporate governance practices? In order to provide further explanations, this study draws in particular on the Bourdieusian notion of social capital (Bourdieu, 1986; Bourdieu & Wacquant, 1992) . Bourdieu defines social capital as "the aggregate of the actual or potential resources which are linked to the possession of a durable network of more or less institutionalised relationships of mutual acquaintance and recognition -or in other words, to membership in a group -which provides each of its members with the backing of the collectively-owned capital, a 'credential' which entitles them to credit, in the various senses of the word. These relationships may exist only in the practical state, in material and/or symbolic exchanges which help to maintain them" (Bourdieu, 1986:248-9 ). As will be explained later, in our case, social capital is created by sharing different boards of directors. In other words, the ensemble of connections, contacts, relationships, friendships and obligations gives them the power to act in relation to the quality and quantity of their relationships, and of relationships with other board members and businesspeople. We wish to examine whether the network structure of interlocking boards in Mexico reveals the relational practices of board members and the social capital created by interlocking boards. This will also help us to understand the emergence of networks.
The paper begins with a brief literature review of interlocking boards and an overview of the independence of directors in both Anglo-American and less developed countries. Detailed accounts of SNA are then provided, followed by an empirical section focusing on interlocking boards, relationships, networks and powerful actors. The discussion section, drawing on the notion of 'social capital', provides an account of why networks occur and how they perpetuate the current status of board impotency and corporate governance affairs in Mexico. The concluding remarks briefly presents the implications of networked directors on the effectiveness of governance and protection of minority shareholders and explains avenues of future research.
Previous studies
Studies of interlocking boards go back a century or more (Jeidels, 1905; Hilferding, 1910; Brandeis, 1914; National Resources Committee, 1939) . According to Mizruchi & Bunting (1981) , the causes and consequences of interlocking boards have been a source of debate since the Pujo Committee identified interlocking as a problem of corporate concentration in the early twentieth century. However, critics of research into interlocking boards have argued that interlocking boards are largely irrelevant and that research on the interlocking network represents the dominance of method over substance (Stinchcombe, 1990 , cited in Davis, 1996 . Nevertheless, majority of the research found interlocking boards are extremely relevant because, through them, it is possible to trace the social embeddedness of corporate governance (Davis, 1986) . Through their experiences on other boards, interlocking directors act as a conduit for social influences that create an informational and normative context -"an embeddedness" -for board decisions (Granovetter, 1985 , cited in Davis, 1986 .
Research on board interlocks focuses also on how board members serve as a means for political and ideological preservation of the interests of the capitalist class (Mariolis & Jones, 1982; Ornsten, 1984) . The likelihood that interlocking companies will be audited by the same public accountancy firm is partially explained by ties between client companies created by interlocking directorates (Davison, Stening, & Wai, 1984) . This is possible because directors who sit on many boards do so in the company of other directors who also sit on many boards (Conyon & Muldoon, 2006) . Galaskiewicz et al. (1985) found that where the CEO was also a member of the social elite, members of this elite were most likely to be represented on local boards and tended to choose each other to sit on their own boards. This has significant implications because companies obtain information on their respective markets through their other directors (Galaskiewicz et al., 1985) .
In Latin American corporations, a few shareholders (mostly family and friends) have significant control rights, and business groups are typically run by the controlling shareholders, rather than by professional managers with little equity ownership Santiago, Brown, & Baez-Diaz, 2009; Watkins, Van Dijk, & Spronk, 2006; Salas-Porras, 1992 , 2006 . Thus, the degree of directors' independence potentially affects minority shareholders' rights because independent directors may not play an important monitoring role, increasing the opportunity for expropriation by majority shareholders . Hence, understanding and taking account of interlocked directorates are important to explore especially in emerging economies.
In Mexico there is a legal basis for minority shareholders' rights, but a lack of specific regulations makes it possible for majority shareholders to take advantage of the situation to benefit from minority shareholders (Babatz-Torres, 1997). Given the under-developed markets and democratic institutions in Mexico (Chong & Lopez de Silanes, 2007; Gomes, 2000) , majority shareholders tend to have free reign to occupy top management positions, sit on the board of directors, limit trade in shares, and create business conglomerates ). Predictably, these issues have led to serious debate about the severe consequences of interlocking boards for minority shareholders, especially in concentrated shareholding companies. Interlocking boards give rise to powerful and influential actors in the field, which may prevent independent directors from playing a role in protecting the interests of shareholders, especially minority shareholders, in the context of emerging economies (Salas-Porras, 1992 , 2006 . Salas-Porras works have researched Mexican corporate elites and finds that boards of directors have been selected for economic, regional and political interests. Although the corporate board is of particular interest to accounting researchers, few studies have focused on establishing whether there is a pattern of interlocking boards or identifying the most powerful and influential actors and the implications for the corporate governance field in emerging economies including Mexico (Boyd, 1990) . Surprisingly, most of the existing research devoted to find out the positive links of independent directors and book value of corporations. This paper departs from this argument and attempt to investigate whether independent directors in a network at all useful to governance mechanisms.
Research method: SNA
The empirical aim of this paper is to identify the independent directors in a network utilising SNA. The main components of any social network are the actors and their connections. Social networks can be measured and understood in several ways (Tichy et al., 1979; Borgatti & Foster, 2003; Wang et al., 2009) . In this study, we use a two-mode network analysis. A two-mode network is also known as an affiliation network representing the association between two or more sets of nodes, where each set is a different social entity (Wang et al., 2009:12) . In our case, one set of nodes represents board members while the other represents corporations, with ties representing directors sitting on company boards.
Graphical representations
1 are used in the paper to capture the visual image of network. Knove and Yang (2008:62) observe that a primary use of graph theory in SNA is to identify the important or prominent actors at both the individual and group levels.
One of the main purposes of SNA of interlocking boards is to search for the most influential, important and powerful members and their networks. Centrality is an important conceptual tool for analysing power in social networks. Different positional measures reflect the location of actors in a network. The focus is on the centrality of the board member or the location of the board member in the network. The concept of centrality may be operationalized and measured in a variety of ways. In this study we use Freeman's approach (1979) with two measures of centrality: degree centrality and eigenvalues. These measures of degree centrality for two-mode networks are calculated using UCINET.
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In a two-mode network, the degree centrality for a board member is the number of corporations in which he or she sits on a board. The maximum degree for a board member is the total number of corporations (Everett & Borgatti, 2005) . For Freeman (1979) , the degree centrality of a network is calculated by counting the number of adjacent links to or from a board member. This is based solely on direct connections and is an appropriate measure to capture power-enhancing behaviours that occur via direct interaction, such as ingratiation and reciprocation (Brass & Burkhardt, 1993) . Another measure of centrality is eigenvalue centrality, an indicator of popularity, indicating the node or board member with the most connections to other nodes or board members who at the same time are connected to other highly-connected board members. In other words, eigenvalue indicates board members with the highest social capital in terms of the possession of a durable network. The eigenvalue also identifies the centre of cohesive groups, and helps to identify those board members with the smallest distance from others in terms of the overall structure of the social network. 
Power, Centrality and Prestige of Board Members
Power is a fundamental property of social structures, and the location of a board member within the network directly represents his or her access to information. This is relevant if board members are seen as conduits of information between corporations (Everard & Henry, 2002) . In the social network approach, power is inherently relational, and analysis of a network reveals whether an actor is embedded in a relational network. An actor's location in a social network determines his or her prominence and importance in the network.
Hence, the measures of centrality (degree centrality and eigenvalue) were calculated using UCINET 6 for the entire population of board members and corporations in the Mexican Stock Market as of January 2011.
In order to visualize the network structure of companies sharing two or more board members, a technique called spring embedding was applied. The rationale is that board members connected by lines are drawn closely together whereas unconnected board members are pushed apart. The spring embedding technique treats the lines of the networks as springs with a particular elasticity and strength. The procedure searches for a situation in which the system of springs is stable (De Nooy, 2003) . The result is a graphical representation of linkages between board members and corporations. The network is visualized using Netdraw software included in UCINET 6, as shown in Figure 1 .
[Insert Figure 1]
In Figure 1 , red bullets represent board members and blue squares represent companies, while lines represent ties between board members and corporations. Figure 1 demonstrates the connectedness of these corporations via board members, suggesting that the corporations employ the same people on their boards. This may reveal little in isolation.
Nevertheless, it does suggest that independent directors have little time to focus on protecting shareholders (in the Mexican case, minority shareholders' interests). It also indicates that independent directors may belong to a large social network. This figure shows the interconnections between two or more board members and corporations. Another way in which to visualize the implications of interlocking boards in Mexico is to analyse how corporations are directly linked. We transform the two-mode network (board members and corporations) into a one-mode network for corporations only. This one-mode network draws a direct line between any two companies: if they share two or more board members, this line has a value (multiplicity) of two or more (De Nooy, 2003) . We calculate a one-mode network for the companies to establish the relational structure between corporations. Figure 2 shows the interconnections between corporations in the Mexican Stock Market.
[Insert Figure 2]
In Figure 2 , we can see strong links between corporations through board membership.
On the left hand side are companies with no connection with other companies in the network.
These are isolated companies with no relationship through interlocking boards. Of the 126 corporations in the Mexican Stock Market, only 17 do not share a board member. This shows a strong structural relationship between companies created by board member linkages in publicly traded corporations in Mexico. In the next section, we examine the location of actors in the network structure of interlocking boards in Mexico. The actors' level of centrality is calculated using Freeman's measures of centrality: degree centrality and eigenvalues.
Actors in Networks
The board of directors is a determinant of corporate governance as it represents the primary decision-making body. Boards of directors are interlinked through a shared director.
This is an important characteristic, because the network represents connections between directors and companies and opportunities for face-to-face interaction. A matrix 
[Insert Table 2]
In Table 2 Alternatively, one could ask a question whether it is in independent director's interests to go against the CEO. Is it more important for independent directors to be in the network and exploit the power they apparently enjoy? These questions are better addressed if further explanations of networks and their inherent features are provided. The next section discusses this.
Social capital and interlocked boards
This paper mobilizes the notion of social capital advanced by Bourdieu and draws on previous studies in order to provide further explanations of emergence of networks. In order to determine the social capital of board members, we calculated the network of connections which each board member can effectively mobilize. As Bourdieu (1986:249) that the actor with the highest centrality ranking sits on ten boards of directors. Board members are arranged from high to low levels of "connections" in Table 1 . Figure 1 and 2 also revealed board members have created a network structure of social relationships through interlocking boards. For Bourdieu, the network of relationships is "the product of investment strategies" which the independent board member has obtained, individually or collectively, with the objective of establishing or reproducing social relationships "that are directly usable in the short or long term" (Bourdieu, 1986: 249) . Board members also have cultural capital demonstrated in the credentials they have (e.g. degree in Stanford) and symbolic capital (e.g.
chairman of the chamber of commerce). These capitals (social, cultural and symbolic) further strengthened board members' investment strategies. They will accumulate as much capital (social, cultural and symbolic) as that benefits them.
The networking structure of interlocking boards in Mexico shows the relational practice of board members and the social capital created by interlocking boards. As Portes (1998) has argued, social networks are not a naturally given; on the contrary, they must be constructed by investing in strategies oriented to the institutionalization of relationships between groups as a function of other benefits. The network of configurations demonstrated that board members share a board and related with their peers in the boardroom. Bourdieu observed that individuals' interactions reinforce mutual recognition and acknowledgment as members of a network or group (Lin, 1999) . These strategies of investment in social connections are created to perpetuate the governing elite in Mexican corporations. Our empirical results demonstrated that few independent directors dominated majority of the corporations in Mexico.
The main motivation of securing social capital is rooted in material or symbolic profits. Being in a network, as evidenced in earlier figures, provides enormous benefit to individual independent directors. According to Bourdieu, the existence of a network of connections "... is the product of an endless effort at institution, of which institution ritesoften wrongly described as rites of passage -mark the essential moments and which is necessary in order to produce and reproduce lasting, useful relationships that can secure material or symbolic profits" (Bourdieu, 1986:249) . We observe in Figure 1 above, the configuration of the network of connections among board members in the entire population of Mexican corporations traded in the Mexican Stock Market as of January 2011. This is materially useful for individual members. The more they are connected the more capital they can exploit to their advantage. In Table 1 above, we observe the top 15 board members who sit on several boards. And in Table 2 MEXICANA case shows the perils of trying to make money on financial instruments rather than focussing on core businesses. This is a case that shows exposure to risk, lack of control, and the ineffectiveness of the audit committee and independent board members. As the chairman of the Mexican Banking and Securities Commission points out: "we have detected at least eight where we could infer there were problems with disclosure" (Randewich & Rojas Mena, 2008) . Some of the best-connected independent board members also sat on boards of affected or failing companies. 7 We do not wish to claim that these scandals are entirely the result of interlocking boards of directors, but suffice to say they have played their part in failing to protect minority, and in some cases majority, shareholders.
These cases also show that in Mexican corporations independent board members are performing simply a symbolic role. As Bourdieu (1991:126) observes, "the legitimate representative is an object of guaranteed belief, certified as correct. He lives up in reality to his appearance, he really is what everyone believes him to be because his reality -whether priest, teacher or minister -is based not on his personal conviction or pretension … but rather on the collective belief, guaranteed by the institution and made concrete through qualifications like stripes, uniforms and other attributes." Like Bourdieu's minister or priest,
Mexican independent directors seem to playing the same game. Similar to previous studies (Useem, 1984; Granovetter, 1985; Davis, 1996; Mizruchi, 1996) in Mexico, we claim that, by participating in board meetings and sitting on different boards, independent board members are performing ritual practices that do not contribute to the effective monitoring of the company's affairs.
Concluding remarks
We begin this section by considering the empirical questions set out earlier: namely, whether there is a pattern of interlocking boards, and the positions which actors occupy in the network structure of interlocking boards in Mexico. By applying SNA, this paper examines the connections between Mexican corporations and actors. Using the measures of SNA developed by Freeman (1979) , we identify the most powerful and influential actors in the network structure of board members in Mexico. Table 2 describes the eigenvalues of SNA calculated using UCINET, in which board members are arranged from high to low levels of "connections". Board members with the greatest number of connections occupy a central position in the network and are able to transmit information and to influence other boards.
We also find that, in Mexico, independent board members have created a network structure of social relationships through interlocking boards. For example, Figures 1 and 2 present the network structure of companies sharing two or more board members. For example, in Table 1 we present the (interpersonal) network of boardroom contacts among the top 15 board members in the Mexican Stock Market. (Bourdieu, 1986 (Bourdieu, , 1991 . This questions the role of independent directors in monitoring and protecting minority shareholders in Mexico and elsewhere in the world.
This study contributes to the study of powerful and influential actors in the network structure of interlocking directorates in emerging economies and Mexico. The SNA of interlocking directorates described in this paper has great potential to contribute to corporate governance research. Firstly, the results suggest that the interlocking directorates and positions of powerful and influential actors may render corporate governance reforms ineffective. It would be reasonable to assume that strong capital markets and the presence of institutional investors protect minority interests, even in strongly interlocking directorates.
Without strong capital markets and institutional investors, a network of directors may prevent independent directors from acting independently. Further research should be conducted to explore these issues.
Secondly, Bourdieu's notion of social capital is a very useful narrative to understand the network of relationship. Network of independent directors and the durability of the network are clearly understood from motivations of powerful actors derived from material, cultural and symbolic exchanges. Examining the network of directors from a 'social capital' point of view also enable us to understand why the role of independent directors is ineffective. The view of social capital as resources embedded in networks is helpful for understanding why minority shareholders' interests are infringed more in some areas than in others (Uddin and Chowdhury, 2008) . This paper denaturalizes mainstream research on independent directors and advance a counter argument that advocates positive links of independent directors and book value of the corporation. Bourdieu´s idea of social capital clearly demonstrates that the relational practice of boards is in the interest of board members and their investment strategies only to preserve their benefits. And that is with the consent of majority shareholders, because majority shareholders will invite those board members with substantial social, cultural and symbolic capital, but loyal to them. So, there is a type of complicity. They are like a kind of "club of acquaintances". And the person who exercises power is the majority shareholder, because he/she possesses the most valuable capital (economic capital).
Thirdly, the paper has also opened space for further research especially the use of Finally, the network mapped in this paper is based on directors' links. While these are important, other types of network linkages are also important, and the relative effects of different kinds of links on outcomes should be explored, for example the political networks of large corporations, regulatory networks, family networks, and various other informal networks. All these influence the protection of shareholders' interests and the overall transparency and accountability of company affairs. As previous studies have indicated, we need to gain a better understanding of the role played in corporate governance failures by family networks with political affiliations, especially in emerging economies (Uddin and Choudhury, 2008) . These areas, though important, remain under-investigated and undertheorized.
